Historic, Archive Document 


Do not assume content reflects current 
scientific knowledge, policies, or practices. 








| : Floral Product 
— Marketing in Greater 
cies 4 LOs Angeles, California 








United States 
Department of 
Agriculture 


A 


National Agricultural Library 





United States 
Department of 
Agriculture 


Agricultural 
Marketing 
Service 


Transportation 

and Marketing 
Division 

Wholesale and 
Alternative Markets 
Program 


April 1997 


Floral Product Marketing 
in Greater Los Angeles, 
California 


Martin R. Blyn, Professor of Finance and Quantitative Methods, 
California State University, Dominguez Hills, Carson, California 


William G. Kindya, Economist, Transportation and Marketing Division, 
Agricultural Marketing Service, U.S. Department of Agriculture 


R. Bryant Mills, Professor of Management, California State University, 
Dominguez Hills, Carson, California 


Burhan F. Yavas, Professor of Finance and Quantitative Methods, 
California State University, Dominguez Hills, Carson, California 


USDA, National Agricultural Library 
NAL Bldg 

10301 Baltimore Blvd 

Beltsville, MD 20705-2351 


Acknowledgments 


This project was carried out with the assistance of many 
industry participants who gave graciously of their time. 
While it is not possible to individually recognize each of 
those who assisted, special recognition is extended to four 
individuals who devoted many hours to helping complete 
this project: Paul Ecke, Jr., president, Southern California 
Floral Association; Frank Kuwahara, president, Southern 
California Flower Market; Johnny Mellano, general manag- 
er, and John D. Williams, accountant, Los Angeles Flower 
Market of the American Florists Exchange. Appreciation is 
also extended to floral industry retailers, wholesalers, and 
growers who provided cooperation in obtaining survey and 
interview information for the study. This study is part of the 
Wholesale and Alternative Markets program area and was 
conducted under the general supervision of Arthur F. Burns, 
program manager. 


USDA prohibits discrimination in its programs on the basis of race, 
color, national origin, sex, religion, age, disability, political beliefs, 
and marital or familial status. (Not all prohibited bases apply to all 
programs.) Persons with disabilities who require alternative means 
for communication of program information (braille, large print, 
audiotape, etc.) should contact the USDA Office of 
Communications at (202) 720-2791. 


To file a complaint, write the Secretary of Agriculture, U.S. 
Department of Agriculture, Washington, DC, 20250, or call 1-800 
245-6340 (voice) or (202) 720-1127 (TDD). USDA is an 

equal employment opportunity employer. 


Contents 


Sa nes ye NS a ce ho Sey es ke devs vet cy Caw nueccnueccneete 1 
TEES EOE: oc pages we ecb a aa aa ag ei Oe a rrr or rr a aE NOU ea ieee Se 4 
Rae eral VEC Meee ee Em os ac eee ane | Oe ee eee 5 
MRI Qe LE SINE) 2 os 2.5 ec abo Shee Rt, a ie A rr rrr a rn ae cr en ie isi nen nee 6 
eee Aue MEM DCIN erred Bae chee ols oo Ss rh oo Ahad & lowe bd-S0y Soke Sod oe ah oe ee vf 
Meuron etaltlornsis;and Mass Marketers... 0... kee cee ee ccs ence e ns cuecccsnecacspneevddsanea: Zi 
POUT) ALSIVEL SS LOURURIE noc, aq ra Ah cc tell a Real a a ae os A 8 
esa kal Maret Iaciives i southern California 2.056%... Wile. sescceasuusseesuvceceeeenbenesen 8 
See MENU IEMSeNCKOLGIS wee er ater be ie we ke os, Sean hath « voedslsld-e.chh ly oe ge re ke ee 11 
Pn OU EETID CETTE > lp SG Roe se a ge one eens Pe Re ee oe ee 11 
eta: GL OSU) TELE EE gSh. on. sudan csi des able ttl Rel rae Riera ne oe ee en ae ees See a Rae. als 12 
en MCE CCUNAIKOIS Prarie eso. ce cc ass 9s 2S Sk eae ee. ah ee HIS ke De Sao wot eo eee 13 
PE MMC LATOMSIOIO TV VAIL SIIOOU.MAIKEtS Sa. aie cue cutis ee caie ate nd bee SOR ee Ura mie AUS Baton ogee lel Dee eaan ae es 14 
EE 921 SS MIE os, stay tn See ea hw IAI ao WO wm Hm whe ol vile: ot Blico ete a nc EOE noah Spumbelc ee eee math ae aea, weet 14 

TFS GREER TOTTI us uy cath Chap Seep ci SN SSN aS mre Reco ea ee 14 
legionanvwholesaie Floral Market Facilities Concept... 1. ccc e ie cee tee eet ee te eee eee tees 15 
eee vg ew Sele. cual Gio eleew lb eile psa Go SUN's BAR aoe Rie en ee cee aS oe YD 16 
Pian ntaretall FiOnist SUIVCY Po. ok ce ce te oe ae es ke Cte nt ae NEWER ney bee eae eben e ee ne eae 17 
Expos eetail Fionstscurvey | Results. ..2...-- eee cece eee eee om eee ee eee cece es wae ee ends 18 
Exhibit II-Summary of Responses to Open-ended Questions ...... 6.60.1 seer terre eee ete eens 20 
(vara vefeG) AS teN, Talley EV AESTIT RZ A | Renee acerca CC I aC CC Ca 23 
Exhibit | Retail Florist Survey Il Results ........... 0. cece eee crete eect tte treet eee enna 24 
RUM TEEIIVVISEICE SUIVOV SG cece ete ee eae ee RR a eee Re mn se adie wee Ce Wee git 27 
PPE GS TeTOUIVE) ROSUIS hc. so. ens ee kee shee ere ree oe brig elem sw estonia e ges eh armas 28 
tee Js © Birergste SATE cge choke vee R Ee NN I Ce Tea 32 
33 


tng SE pancigesies” (Dusen lg YSERA Re ec agg 1 


aCxrs aa ee -) 





_— 
' our < Weeseier a « >< 
fine a A cxgeag a ae | 
: 6 a > = 6 ti aa L aa teil | arr 
Lote oF : P@ta 2G ae 1 4 eat AG = 
4 = = Sree w _ hay, _ 
E re a ma ws a 
> Gu - => 
7 Me =a 
. 
, > ) a4, @ a 
‘6 ; » ©& This 5 q hy 
Pn rte Ste, aler: pyc my eo : cna ie aa sett # 
7 {~3 Aw ih (2. tern a ie ween o : : 
s — 7 2. a ® nu , » 1 sf wr fig 
> Ss (paeu- 7 es ae & o 
aa) 2 a - : : — , a 
¢ q a i) aie) setae Olt DN ; 


roi gh toe Gage, 
) ao teens 
n | | Phd atm 


- 


" | ) inal 


‘ vwere ceiecaee 





Summary 


The floral products industry in the Greater Los Angeles 
area was surveyed to determine the nature and direction of 
changes in floral product marketing in southern California. 
Researchers focused on the impact the changes might 
have on the retail and wholesale segments of the industry. 
They also considered the relocation of the two wholesale 
floral markets on Wall Street, in downtown Los Angeles 
(figure 1). 


Information presented in this report is based on extensive 
interviews with floral product growers, wholesalers, retail- 
ers, and importers. More than 100 individuals were inter- 
viewed. Additional information was gathered from four sur- 
veys: two targeting retail florists in the Los Angeles five- 
county area; one directed at wholesalers located in the Wall 
Street markets; and one targeting all growers of floral prod- 
ucts in California listed with the American Florists’ 
Exchange and selected growers in neighboring States. 


Mass marketers are the fastest growing segment of the 
retail floral market. They cater primarily to the impulse mar- 
ket, while traditional retail florists target the affluent and 
niche markets, such as restaurants, corporate accounts, 
and the special occasion market, including weddings and 
funerals. Floral shops may have difficulty surviving unless 
they acquire business skills and market floral products 
aggressively. 


The wholesale floral industry in southern California has 
changed from one dominated by a single wholesale market 
area, located on Wall Street in downtown Los Angeles, to 
one composed of numerous wholesale operations located 
throughout the Greater Los Angeles area. Interviews with 
retail florists and others suggest that no single wholesale 
market complex can serve the Los Angeles five-county 
area (figure 2) in the same way as in the past. Retail 
florists located in outlying areas with growing retail activity 
find it inconvenient to visit a centrally located market on a 
regular basis and depend on route men, local wholesalers, 
and growers for their floral supplies. 


Interest in relocating the Wall Street markets dates back at 
least 20 years. Existing buildings are not conducive to effi- 
cient wholesale floral marketing activities, parking is inade- 
quate, safety and security are a problem, and expenses are 
high. During interviews market management indicated that 
it is committed to relocating, while many of the wholesalers 
located in the Wall Street markets oppose relocation. 
Wholesalers are concerned about sales of floral products to 
the general public and the operation of an auction at the 
market. 


Growers indicate there are few entrants into the floriculture 
industry, and despite the increase in imports of cut flowers, 
many will continue to produce the same floral crops in the 

future, with some growers shifting production to high-value 
specialty crops. 


To survive, independent florists will need to enhance busi- 
ness skills and become aggressive marketers by encourag- 
ing walk-in traffic, accepting lower markups, keeping 
longer business hours, being more selective in choosing 
locations, and aggressively advertising and promoting floral 
products. Domestic floriculture growers face increasing 
competition from imports of cut flowers and some may 
need to shift production to high-value specialty crops. 


Several well-designed regional markets, strategically locat- 
ed, may serve the needs of retail florists. 
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Figure 1. Location of Los Angeles wholesale flower markets. 
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Figure 2. Los Angeles five-county area. 


Introduction 


The estimated value of expenditures for floriculture prod- 
ucts in the United States is more than $13 billion per year 
and growing at the rate of about 6 percent per year.’ 
California and Florida are the largest producers of floricul- 
ture products which include cut flowers, cultivated greens, 
potted flowering plants, bedding and garden plants, and 
foliage plants. All States produce commercial quantities of 
floriculture products. In 1995 California produced floricul- 
ture products with a wholesale value of $672 million and 
Florida produced $613 million worth. Total U.S. wholesale 
value of floriculture products in 1995 was $3.27 billion, an 
increase of about 15 percent from 1991 to 1995. Table 1 
illustrates the wholesale value of floriculture products pro- 
duced in the seven leading States. 


Bedding plants are the largest and fastest growing segment 
of the floriculture industry in the United States. They 
accounted for 44 percent of the wholesale value of floricul- 
ture products sold in 1995 This was followed by potted 
flowers, 22 percent; foliage, 16 percent; cut flowers, 14 per- 
cent; and cut greens, 4 percent. 


Cut flowers accounted for 39 percent, the largest share of 
the wholesale value of floriculture products sold in 
California in 1995, followed by bedding plants, 27 percent; 
potted plants, 19 percent; foliage, 13 percent; and cut 
greens, 2 percent. Figures 3 and 4 illustrate the share of 
wholesale value of each type floriculture product sold at the 
wholesale level in the United States and California respec- 
tively, in 1995. 


The floriculture industry has changed considerably in the 
last several years. Production processes have advanced 
but the greatest changes have occurred in the marketing of 





1 Johnson, D.C., Financial Performance Trends and Economic Outlook for the U.S. 
Greenhouse, Turfgrass, and Nursery Industries, USDA Agriculture Outlook Conference, 
December 1993. 


floriculture products. This study focuses primarily on floral 
products, such as cut flowers, potted flowering plants, cut 
greens, and cut foliage sold by retail florists. 
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Figure 3. Share of wholesale value of floriculture products 
sold in the United States, 1995. 
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Figure 4. Share of wholesale value of floriculture products 
sold in California, 1995. 


Table 1. Wholesale value of floriculture products produced by leading States, 1991 and 1995. 





1991 
State (million dollars) 
California 759 
Florida 529 
New York 231 
Texas 139 
Ohio 127 
Michigan 126 
Pennsylvania 100 
Other 899 
Total 2910 


1995 Change 
(million dollars) % 
672 -11 
613 16 
126 -45 
180 29 
155 2 
185 47 
114 14 
1079 20 
3124 7 





Source: USDA, National Agricultural Statistics Service (NASS), Floriculture Crops, Summary 
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Methodology 


The floral products industry in the greater Los Angeles area 
was surveyed to determine the nature and direction of 
changes in floral product marketing in Southern California. 
Researchers focused on the impact changes might have on 
the retail and wholesale segments of the industry. They 
also considered the relocation of the wholesale floral mar- 
kets on Wall Street, in downtown Los Angeles, to another, 
more suitable site. These two objectives are related since 
structural changes within the industry affect decisions 
regarding relocation. 


Information presented is based on extensive interviews with 
floral product producers, wholesalers, retailers, and 
importers. More than 100 individuals were interviewed. 
Information gathered from the interviews was used in 
preparing this report. Additional information was gathered 
from four surveys, two targeting retail florists in the Los 
Angeles five-county area, one directed at wholesalers locat- 
ed in the Wall Street markets in downtown Los Angeles, 
and one targeted to all growers of floral products in 
California and selected growers in neighboring States. 


Prior to developing the first survey document, extensive 
interviews were held with retailers, growers, wholesalers, 
and other floral market participants. These discussions 
helped formulate the questions included in the four surveys. 


Retail survey | - The purposes of the first survey were to 
(1) identify wholesale purchasing behavior of retail florists, 
(2) evaluate alternatives for relocating the Wall Street mar- 
kets, and (3) identify industry trends. The survey document 
was constructed with assistance from the managers of the 
Wall Street markets. Prior to distribution, the survey docu- 
ments were pretested in several retail floral shops. 


The survey was distributed to retail florists in the five-county 
area surrounding the city of Los Angeles (Los Angeles, 
Orange, Riverside, San Bernardino, and Ventura). The mail- 
ing list was provided by the American Florists’ Exchange, 
Ltd. Questionnaires were mailed to 1,835 retail florists dur- 
ing the last week of September 1994. Of those, 134 were 
undeliverable (wrong address, no longer in business, etc.). 
A total of 345 usable responses were received, slightly 
more than 20 percent of the number of surveys delivered. 
Exhibit |, appendix A, lists the questions asked in the survey 
and the responses to the closed-ended questions. Exhibit II 
provides an analysis and summary of the written responses 
to “yes or no” and multiple choice questions. 


Retail survey Il - The second retail survey was sent about 
a year after the first. It was sent to the same population 
and relates to the issue of relocating the Wall Street mar- 
kets. It corroborates the findings of the earlier survey, and 


provides valuable additional information. Respondents 
returned 262 usable questionnaires. Responses are listed 
in Exhibit |, appendix A1. 


Wholesaler survey - Questionnaires were distributed to all 
wholesale firms located in the Wall Street markets during 
the week of October 10, 1994. Of the 90 distributed, 64 
completed questionnaires (71 percent) were returned. They 
addressed three broad areas, including relocation of the 
Wall Street markets, attitudes regarding the concept of 
regional wholesale markets (as opposed to one single mar- 
ket), and Wall Street market operations. They were devel- 
oped to obtain the wholesalers’ perceptions about the Wall 
Street markets, the future of the wholesale business, sales 
to the public, and the auction system operating adjacent to 
the Wall Street markets. The survey questionnaires and 
responses are presented in appendix B. 


Grower survey - A survey questionnaire was sent to all 
growers of floral products in California and to selected 
growers in neighboring States. The objectives of the grow- 
er survey were to gather general information about trends 
in the floral industry and to determine where and to whom 
growers sold their floral products. Survey questions and 
results from the 118 responses received are shown in 
appendix C. 


Background 


Major marketing changes, including direct selling and mass 
marketing, were beginning to manifest themselves in the 
early 1970’s in the floral marketing industry. Direct selling 
refers to selling of floral products by producers directly to 
traditional retail florists, bypassing centralized wholesalers. 
Mass marketing is the sale of floral products through non- 
traditional florist outlets, such as supermarkets and whole- 
sale clubs. Supermarkets and other mass distributors were 
making their presence felt in the cut flower market, and 
claims were being made that growing numbers of retail 
florists were bypassing wholesale markets by acquiring 
their products from other sources. 


A USDA study conducted in the 1970’s described the Wall 
Street market facilities, quantified and projected sales vol- 
umes, determined the feasibility of renovating existing facili- 
ties, and outlined costs and benefits of relocating and con- 
structing new facilities.? The study also discussed industry 
direct selling and mass marketing trends occurring at the 
time. 


The study concluded that the entry of mass marketers did 
not threaten traditional retail floral shops, and that the two 
competed in different segments of the floral market in a 
complementary relationship; mass marketers served the 
impulse-buying market, while traditional retail florists served 
the special occasion and holiday market. It also concluded 
that they could coexist by developing their respective mar- 
ket niches, and that entry of mass distributors could serve 
to expand the overall consumer market by making floral 
products more readily available, and thus, encouraging 
impulse sales. 


The study investigated direct selling and the claim that 
growing numbers of retail florists were bypassing the whole- 
sale markets located on Wall Street by acquiring their prod- 
uct from other sources. Market wholesalers claimed that 
fewer retail florists were coming on a regular basis to shop 
at the wholesale Wall Street markets and that retail florists 
had become increasingly dependent on deliveries for their 
floral supplies. These deliveries were made by market 
occupants and independent carriers (route men). The 
study concluded “the claim that retail florists were bypass- 
ing the wholesale Wall Street markets lacked validity,” and 
that “wholesalers in the Los Angeles wholesale flower mar- 
ket supplied virtually 100 percent of the cut flowers and pot- 
ted plants sold by florists in the Los Angeles five-county 
area.” The report also concluded that the majority of retail 
florists were too small to deal directly with growers or 
importers, growers tended to specialize in a limited line of 
products, and a centralized wholesale market that offers a 
wide variety suits the needs of individual florists. Therefore, 





2 Bange, G.A., An Analysis of Floral Wholesaling Facilities In Los Angeles, California, 
MRR-1042, USDA, 38 PP., 1976. 


only mass marketers were seen as bypassing the whole- 
sale market, and their failure to purchase through the mar- 
kets was not consequential. 


The Wall Street markets are wholesale floral markets that 
consist of nine separate buildings in a two-block area in 
downtown Los Angeles. Two primary organizations, the 
Southern California Flower Market, consisting of about 99 
individual wholesaling businesses, and the American 
Florists Exchange, consisting of about 44 individual whole- 
saling businesses, occupy the two largest buildings on the 
site. Other independent floral wholesalers are also located 
in the area. Marketing functions are hampered by traffic 
congestion, lack of truck dock platforms, insufficient refrig- 
erated space, and insufficient maneuvering space. These 
inefficiencies are costly to producers, wholesalers, retailers, 
and consumers. The report described the Wall Street mar- 
ket facilities as obsolete, deteriorating, inefficient, and locat- 
ed in a deteriorating part of the city. The report concluded 
they should be relocated and rebuilt. The problems identi- 
fied in the 1976 USDA report, both with respect to the facili- 
ties and the immediate neighborhood, still exist. 


A linear regression model with retail sales a function of 
annual per capita income (in both current and constant dol- 
lars) and population was used in the 1976 report to fore- 
cast the growth of retail floral product sales in the area to 
the year 2000. Replication of the forecast, using the same 
regression coefficients, but with actual (as opposed to fore- 
casted) values for the independent variables produced the 
results in table 2. It shows that sales of cut flowers in the 
five-county Los Angeles area increased from 1975 to 1990 
considerably more than forecast in the 1976 USDA study. 


Some of the difference between predicted sales and actual 
sales occurred because both personal per capita income 
and population grew much faster than was reflected in the 
projections used. However, much of the difference is also 
attributable to marketing and other structural changes influ- 
encing retail sales. 


Current Market Environment 


Over 100 individuals were interviewed to obtain information 
on trends in floral marketing. They included growers, 
wholesalers, retailers, importers, and truckers. The follow- 
ing assessment of the current market environment is based 
on comments from individuals interviewed and information 
received from responses to the surveys. 


Traditional Retail Florists and Mass Marketers 


Mass marketers (Supermarkets) represent the fastest grow- 
ing segment of the retail flower market. It is estimated they 
account for just less than a third of total retail sales. Many 
market observers believe this trend will continue. 


Mass marketers continue to cater primarily to the impulse 
market and, for the most part, have not sought to compete 
aggressively in the special-occasion market. Some retail 
florists have done little to become effective competitors in 
the impulse market, but continue to dominate the high-price 
consumer and special occasion markets. It is also likely that 
mass marketers have broadened the market for cut flowers 
by making product more accessible and affordable. 


The market share left to traditional retail florists is in danger 
of becoming less profitable. Competition from mass mar- 
keters, and from other types of vendors, has severely limit- 
ed the clientele of the typical retail florist to the affluent, and 
niche markets such as restaurants, and corporate accounts, 
and to the special occasion market including weddings and 
funerals. Many industry experts believe retail florists will 
continue to survive and maintain a niche in the market- 
place, but considerable doubt exists about the market's 
future ability to support the present numbers of retail 
florists. 


Some supermarkets in the Los Angeles area, and through- 
out the rest of the country, have gone well beyond satisfy- 
ing impulse demand. Some prepare special arrangements, 
some cater special occasions, a few deliver, some provide 
customers with access to wire services, and a few run full- 
service operations. Supermarkets have made major 
inroads into markets that were previously the domain of 
independent florists, especially in the potted plant, bouquet, 
and certain special occasion markets (Mother’s Day, 
Valentines Day, Christmas, etc.). Their cost advantages, 
the high quality and uniformity of their product, and the 
convenience they offer to shoppers should help them not 
only hold on to these gains but continue to increase market 
share. 


Retail florists surveyed seem to agree with this analysis. 
Surveys were sent to 1,835 retail florists in southern 
California to identify their responses regarding their whole- 
sale purchasing behavior and floral industry trends. When 
asked whether traditional floral shops will have difficulty 
surviving in coming years, 35.7 percent of the 345 respon- 
dents strongly agreed, 38.7 percent agreed, 11 percent 
were neutral, 10.4 percent disagreed, and 4.2 percent 
strongly disagreed. When asked if consumers will increas- 
ingly make their floral purchases from supermarkets and 
other mass distributors, 22.5 percent strongly agreed, 40.8 
percent agreed, 19.3 percent were neutral, 13.3 percent 
disagreed, and 4.1 percent strongly disagreed. When pre- 
sented with the statement that in 10 years there will be sig- 
nificantly fewer independent floral shops in the Los Angeles 
area, 33.3 percent strongly agreed, 38.9 percent agreed, 
17.1 percent were neutral, 7.4 percent disagreed, and 3.3 
percent strongly disagreed. In response to the statement 
that supermarkets have helped their business by making 


Table 2. Comparison of projected and actual retail floral sales for 5-year intervals in the Los Angeles area, 1975 to 1990 


(millions of dollars). 


Current dollars 


Constant 1976 dollars 








Column 1 Column 2 Column 3 Column 4 Column 5 Column 6 

1976 Projected 1976 Projected 1976 Projected 1976 Projected 

sales—Estimated sales—Actual sales—Estimated sales—Actual 

population and population and population and population and 
Year income income Actual sales income income Actual sales 
1975 56.808 75.31 69.956 48.27 54.45932 50.076 
1980 68.158 130.43 148.898 55.61 72.97616 80.727 
1985 79.861 184.92 240.003 63.37 92.07916 113.202 
1990 91.512 234.26 353.336 71.059 109.3119 152.379 


Ch en co Ee eg 
Columns 1 and 4 show projection estimates of floral sales, in millions of dollars based on the projected increase in population and per capita 
personal income used in the 1976 report. Columns 2 and 5 show projection estimates of floral sales in millions of dollars using actual popula- 
tion and per capita personal income. Columns 3 and 6 show actual sales in millions of dollars as reported by the State Board of Equalization, 
Research and Statistics Division. 


the public more familiar with cut flowers and potted plants, 
2.9 percent strongly agreed, 13.2 percent agreed, 19.7 per- 
cent were neutral, 28.4 percent disagreed, and 35.8 per- 
cent strongly disagreed. 


While mass distributors have deeply penetrated many seg- 
ments of the floral market and could make still further 
inroads, they are unlikely to completely replace traditional 
florists, particularly in the high-price segment of the market 
and in certain special occasion markets such as weddings 
and funerals. The study found that it is too costly for mass 
distributors to mount full service operations, especially in 
California with its high labor costs. Consequently, they are 
emphasizing self-service operations. Self-imposed 
retrenchment provides a measure of protection for indepen- 
dent retail florists. 


Some industry analysts believe that the competitiveness of 
supermarkets is blunted by poor marketing. Floral products 
are generally marketed by the chain’s produce division. If 
managed by individuals lacking extensive knowledge of flo- 
ral products, the full economic potential of the floral depart- 
ment may not be realized. Products may not be positioned 
appropriately and not properly maintained. To mass mar- 
keters, floral products are but one of many lines competing 
for space, attention, and promotion. 


On the other hand, supermarkets have an advantage 
because of the unique complementary nature of floral prod- 
ucts and produce. To paraphrase a respondent’s comment, 
“What can be more natural than for the shopper who is pur- 
chasing fruits and vegetables to pick up a bouquet of flow- 
ers along the way?” This is especially true if floral products 
are properly positioned, attractively displayed, of good 
quality, and well priced. In coming years, however, the 
supermarkets are likely to be challenged by discount stores 
and wholesale clubs. Retail florists, who are just getting 
into the business and still learning how to deal with perish- 
able products, could become formidable competitors in a 
few years if they acquire sufficient business and marketing 
skills and are willing to work on substantially lower mar- 
gins—10 to 20 percent, versus 40 to 60 percent received 
by supermarkets. 


Retail Florist Survival 


Independent retail florists are typically small, “mom and 
pop” businesses. Nearly 60 percent of 262 respondents to 
the second retail survey reported gross annual sales of 
$250,000 or less, and 85 percent claim sales of less than 
$500,000. Only 5 percent of the respondents reported 
sales in excess of $1 million. More than two-thirds of inde- 
pendent retail florist businesses are sole proprietorships, 
and less than 20 percent are incorporated. Eighty-five per- 
cent report having only one location. 


Some survey respondents indicated that they believe their 
numbers may significantly decline over the next 5-10 years. 
They indicated they expect traditional floral shops, as a 
whole, to experience difficulty surviving in coming years, 
but are quite optimistic about their own survival; 63 percent 
expect to be operating their shops 5 years from now. This 
optimism may reflect the fact that 77 percent of retail 
florists surveyed have owned their business for 6 or more 
years. 


During interviews some industry observers expressed the 
view that prices of floral products sold by retail florists are 
too heavily marked up, resulting in loss of market share to 
mass distributors. With less business, some florists set high 
markups to cover fixed operating costs. However, higher 
prices sometimes result in fewer sales. Observers believe 
florists might attract new business, if floral products were 
offered at more affordable prices and at price points consis- 
tent with inducing impulse sales. For example, besides 
offering floral arrangements, florists might consider selling 
unarranged bunches of cut flowers at relatively low cost, as 
is done throughout Europe. 


Lost impulse market share, including popular green plants, 
Christmas poinsettias, Easter lilies, and corsages for 
Mother’s Day and Easter, has resulted in lower sales vol- 
ume in these segments where profit margins are relatively 
high. Moreover, these high profit margins make the typical 
florist vulnerable to new kinds of retail outlets, such as 
street vendors, corner kiosks, retail chain outlets, and fran- 
chise operations. 


Loss of market share to mass distributors might be 
regained if independent retail florists changed business 
practices and upgraded marketing skills. 


There are many strategies retail florists can employ to 
regain market share or, at least, to limit further losses. 
Good location is critical. Also, products could be displayed 
outdoors, weather permitting, to make floral shops more 
inviting and consumer-friendly. Browsing should be encour- 
aged. Weekly specials might be advertised. Retail florists 
might also consider operating kiosks in shopping centers 
and other locations where there is active walk-by traffic. 
Florists might stake out a position in the impulse market by 
cultivating new market niches. They could also maintain 
longer business hours to better accommodate consumers 
and be creative in advertising and promotional activities. 


Wholesale Floral Market Facilities in Southern 
California 


The wholesale floral industry in southern California has 
changed from the single wholesale market area on Wall 
Street that overwhelmingly dominated the wholesale trade 


throughout the five-county area 20 years ago. In addition 
to the Wall Street markets there are now numerous inde- 
pendent wholesale operations throughout the Greater Los 
Angeles area. Also, a major market facility, similar to the 
Wall Street markets, has developed in Carlsbad, north of 
San Diego. Additionally, mobile wholesalers (route men), 
and to a lesser extent local growers, have become impor- 
tant factors in providing products to the retail sector. 


While the Wall Street markets remain a major factor in the 
distribution chain, and are still the single most important 
source of products to retail florists, these florists are less 
dependent on the Wall Street markets than in the past and 
have a variety of purchasing options. Some buy mainly 
from local wholesalers, but for special events and occa- 
sions such as Mother’s Day and Christmas purchase from 
the Wall Street markets where the selection is better and 
they can purchase the quantity of product they need. When 
retail florists were asked to identify where they bought their 
floral products, 60 percent indicated the Wall Street mar- 
kets, but 41 percent also identified local wholesalers, and 
39 percent said route men. Nineteen percent reported that 
they buy directly from growers. Percentages, when totaled, 
exceed 100 percent because many florists are purchasing 
from a variety of sources. 


When retailers were asked during the first retail florist sur- 
vey to identify the share of their weekly floral purchases 
made at the Wall Street markets, 28 percent indicated they 
bought nothing, 20 percent bought less than 35 percent, 24 
percent bought between 35 percent and 85 percent, and 28 
percent bought 85 percent or more. 


When responding to the second retail survey, respondents 
reported buying on average about a third of their floral 
product directly from the Wall Street markets, 37 percent 
from route men, and about 10 percent each from the 
Carlsbad market and direct from domestic growers. 


Retail florists who said they did not shop regularly at the 
Wall Street markets were asked to identify the reasons. 
Five primary reasons were cited. Twenty-eight percent said 
the markets were too far away. Twenty-eight percent were 
using local wholesalers or route men who were providing 
satisfactory services. Twenty-seven percent of the respon- 
dents said they do not feel safe in the downtown markets. 
Twenty-one percent reported that parking is inconvenient. 
Twenty-seven percent indicated they do not go to the Wall 
Street markets because vendors sell to the general public. 
Other deterrents, of lesser importance, include: percep- 
tions of rudeness on the part of merchants, 16 percent; 
high prices, 5.5 percent; and poor product quality, 7 per- 
cent. 


Interviews with retail florists and others suggest that no sin- 
gle wholesale market complex can serve the Los Angeles 
five-county area in the same way, and to the same extent, 
that the Wall Street markets did a quarter of a century ago. 
Geographically retail florists are too dispersed to flock to 
any single location. A new market (with modern facilities 
and ample parking, a physically safe environment, good 
freeway access, and restricted public sales) could reason- 
ably expect to draw business from increased numbers of 
retail florists. However, local wholesalers, route men, and 
growers would almost certainly continue to serve significant 
numbers of retail florists, especially small shops and those 
located far from the central market. 


The physical expansion of the Los Angeles market area, 
together with the relatively greater expansion of retail floral 
activity in areas distant from the central city, suggests that 
an increasing proportion of retail florists find it inconvenient 
to visit a centrally located market on a regular basis. No 
matter where it is located, and no matter what its environ- 
ment, a central market is unlikely to attract retail florists 
from distant points. Yet, as noted, it is precisely in those 
outlying areas that the number of retail florists and of retail 
activity in general is most quickly growing. 


The relatively faster growth in numbers of retail florists and 
of retail floral sales in outlying areas is strongly supported 
by figures 5 and 6. Figure 5 shows the number of existing 
retail floral permits in Los Angeles county as a percent of 
the number of permits existing in the five-county area. In 
1960, Los Angeles accounted for nearly 82 percent of the 
total number of permits; by 1975, Los Angeles’ share had 
declined to 71 percent; and, by 1990, to 61 percent of the 
total. Figure 6 shows taxable retail floral sales in Los 
Angeles county as a share of taxable sales in the five- 
county area. Here, too, there is a persistent decline in Los 
Angeles, from 84 percent in 1960 to 73 percent in 1975, 
and to 61 percent in 1990. 
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Figure 5. Retail floral permits existing in Los Angeles County as percent of total five-county area. 
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Source: USDA, NASS, Floriculture Crops Summary, April 1995 
Figure 6. Taxable retail floral sales in Los Angeles County as percent of total five-county area. 
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The ratio of taxable sales to permit (a proxy for retail store 
sales) also indicates Los Angeles is failing to keep pace 
with the five-county area. Between 1980 and 1990, sales- 
to-permit ratios in Los Angeles county increased by 61 per- 
cent, compared to 65 percent for the five-county area as a 
whole. In Orange and Ventura counties, by contrast, growth 
in sales-to-permit ratios was considerably greater, 73 per- 
cent and 151 percent, respectively. 


Wholesalers and Mass Marketers 


The relationship between the wholesale markets and the 
region’s mass marketers is tenuous, albeit critical, to the 
survival of merchants in the wholesale industry. The 1976 
USDA study assumed mass marketers would bypass 
wholesalers and deal directly with growers and importers of 
floral products. This has occurred only in part. While super- 
markets do purchase directly from growers and importers, 
they continue to rely heavily on wholesalers. However, 
supermarkets only purchase limited quantities from whole- 
salers based in the Wall Street markets. Some supermarket 
personnel interviewed indicated that when their companies 
first sought a relationship with Wall Street market whole- 
salers in the 1960’s, they were rebuffed. In their view, 
wholesalers feared antagonizing their retail customers by 
dealing with the supermarkets. Some Wall Street whole- 
salers expressed reluctance to deal with supermarkets 
because of constant pressure from the chains to cut prices 
to levels that do not provide a reasonable profit. 


Mass marketers have forged working relationships with 
wholesalers operating outside of the Wall Street markets. 
These wholesalers, often conducting business from 15,000- 
25,000-square-foot warehouses, have arranged operations 
to meet the needs of the supermarkets they serve. In most 
cases, they are also bouquet manufacturers. In the long 
run, aS supermarkets rely heavily on specialized vendor 
products, only those wholesalers having bouquet-manufac- 
turing capability will be able to maintain relationships with 
mass marketers. Labor and overhead costs are too high to 
justify in-store operations. 


Generally, wholesalers successfully servicing supermarkets 
expressed little interest in joining the retail floral trade or a 
central wholesale market facility. This attitude might change 
if mass marketers find other sources of floral products. For 
example, importers from Colombia and Ecuador who will 
soon be establishing a physical presence in the Los 
Angeles area could also provide bouquets and thereby 
eliminate the need for existing middlemen. In the meantime, 
wholesalers who service mass marketers appear to operate 
differently from those who primarily sell to the retail trade, 
and seem largely uninterested in locating in a central or 
regional market complex. 


Floriculture Growers 


A survey of all floral product growers in California and 
selected growers in neighboring States was conducted to 
gather general information about trends in the floral industry 
and to provide a better understanding about where and to 
whom growers sold their product. One hundred eighteen 
responses were received. 


Seventy-seven percent of growers responding reported 
that their businesses have been in operation for 11 or more 
years. Less than 5 percent indicate that their businesses 
have been operating fewer than 5 years. These results 
suggest that there are few new entrants into the floral prod- 
uct growing business. 


When asked whether they expect their businesses to be in 
operation 5 years from now, 76 percent of growers 
responded positively, 11 percent answered negatively, and 
the reminder were undecided. This suggests that most 
respondents feel they will “weather” whatever adversities 
are affecting the industry. 


Those who did not expect their businesses to survive more 
than 5 years were asked to indicate the reasons. In inter- 
preting the results to this question, it is important to note 
that 13 of 118 respondents said they did not expect their 
business to be in operation 5 years from now. The three 
main reasons cited were competition from imports (85 per- 
cent), the business is no longer profitable (77 percent), and 
government regulations (46 percent). Those who expect to 
go out of business blame imports and government regula- 
tions as contributing to making their businesses unprof- 
itable. 


When asked to indicate the number of acres under cultiva- 
tion in floral products, 56 percent of the respondents report- 
ed 25 or fewer acres, 14 percent reported between 26 and 
50 acres, and 29 percent reported 51 or more acres. 
Growers were asked to compare acreage under cultivation 
in floral products 5 years ago with the level expected to be 
under cultivation in 5 years. Some respondents who said 
they had fewer than 5 acres under cultivation 5 years ago 
expect to have more acres under cultivation 5 years from 
now, with the percentage of respondents in the “less than 5 
acre” category dropping from 21 percent to 13 percent. The 
percentage of growers who claim to have had 51 or more 
acres in cultivation 5 years ago expect to reach 38 percent 
5 years from now, up from 30 percent 5 years ago. 


When asked how they expect to readjust their crops or crop 
categories from what they were 5 years ago to what they 
will be 5 years from now, most growers replied they did not 
expect to change their product mix in any significant way. 
That is, growers expect to plant the same crops or crop cat- 
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egories 5 years from now as they did 5 years ago, with 
fresh cut flowers clearly predominating (75 percent 5 years 
ago compared to 72 percent 5 years from now). Apparently 
growers do not anticipate imports having an effect on their 
crop choices. 


Imports of Cut Flowers 


Imports of fresh cut flowers constitute an expanding share 
of total floral supply. Table 3 illustrates the value of 
domestically produced and imported cut flowers from 1986 
to 1995. In 1995, imports of fresh cut flowers reached an 
all-time high value of $512 million. 


Colombian flowers account for 68 percent; Netherlands, 13 
percent; Ecuador, 11 percent; Mexico, 5 percent; and Costa 
Rica, 3 percent of the dollar value of U.S. floral imports.° 
The import share of U.S. floral supply in 1995 for carna- 
tions, roses, and chrysanthemums averaged 86 percent, 66 
percent, and 86, percent, respectively, compared with 73 
percent, 42 percent, and 72 percent, respectively, in 1989. 


The main point of entry for imports into California is Miami, 
Florida. From there, products are trucked to Los Angeles 
and to other western cities. Presently, there are only a limit- 
ed number of direct air cargo flights into Los Angeles. 
However, importers based in Miami indicate that this situa- 
tion will change over the next few years, as increasing 
numbers of direct flights from Bogota and Quito arrive in 
Los Angeles. Consequently, the west coast could see a sig- 
nificant increase in South American floral products. And, 
Los Angeles is likely to become the gateway through which 
this product reaches the rest of the Western United States. 
This change will affect the wholesale markets in Los 
Angeles and local growers. 





3 “World Horticultural Trade & U.S. Export Opportunities,” U.S. Department of Agriculture, 
October 1996. 


Table 3. Value of domestic and imported cut flowers, 1986-95. 


Some importers interviewed who now operate out of Miami 
expect to establish a physical presence in Los Angeles. 
They will need office and warehousing facilities, which will 
provide a sourcing point to the rest of the Western United 
States and Pacific rim countries, and accommodate incom- 
ing products. Importers did not indicate a strong interest in 
locating within a central wholesale market, whether on Wall 
Street or elsewhere. They are interested in warehousing 
space that is near an airport and freeway. They see no 
special advantage in locating in a central wholesale market 
facility. One dealer noted that because it wants to sell to 
wholesalers it would be better to locate elsewhere to avoid 
any appearance of competing with them. In time, importers 
are likely to take on a wholesaling function. If they do, they 
will further marginalize traditional wholesalers who now ser- 
vice the retail trade. They may eventually replace some of 
the wholesalers who currently service mass distributors 
(especially if importers also become bouquet makers, 
which they could do successfully because of lower labor 
costs). 


Importers’ utilization of direct air cargo flights from Bogota 
and Quito into Los Angeles will also affect local growers. 
The quality of imported products should improve because 
delivery time will be shortened. One line of reasoning is 
that as imports of basic crops become dominant, local 
growers will increasingly need to shift production to other 
high-value specialty crops, and crops not readily grown 
elsewhere, or to those too perishable to transport. Direct 
entry of products into Los Angeles may not impact severely 
on local growers, because the comparative advantage 
enjoyed by foreign producers is diminishing, partly because 
land prices are increasing in Columbia and other floral 
product growing countries. Moreover, many local growers 
have already been displaced by imports and have made 
the adjustment to new crops. The whole question of how 
imports will eventually affect local growers is uncertain. 


SS SS SSS a a a a I SEIS 





Domestic Imports Imports as % 
Year (million dollars) (million dollars) of total 
1986 392 235 37 
1987 478 244 34 
1988 498 284 36 
1989 546 316 37 
1990 529 326 38 
1991 534 322 38 
1992 519 352 40 
1993 480 382 44 
1994 499 420 46 
1995 459 512 53 


nnn DVD ee 


Source: USDA, ERS, Commercial Agriculture Division 
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Relocating the Wall Street Markets 


Interest in relocating the Wall Street markets dates back at 
least 20 years. The 1976 USDA study considered the issue 
and concluded that moving the downtown markets to anoth- 
er site was not only desirable, but necessary. Analysis of 
the physical and environmental problems affecting the Wall 
Street markets are still valid despite the improvements 
made by the markets’ management. Retail florists and Wall 
Street market managers and wholesalers were interviewed 
and surveyed to obtain the information on which the follow- 
ing analysis is based. 


There are numerous problems with the existing structures 
and with the present location. Truck docking facilities are 
virtually nonexistent, resulting in excessive handling and 
labor costs. Existing structures are not designed for efficient 
wholesale operations. Parking is inadequate (there is con- 
siderable indoor parking in a multilevel structure, but visi- 
tors are reluctant to use it for security reasons). There are 
serious problems relating to theft, vandalism, and harass- 
ment in the area. These problems result in markets that are 
outdated, inefficient, and costly to operate. The manage- 
ments of the Wall Street markets agree that the problems 
are so severe that relocating is the only alternative. 


Data from the second retail survey suggests that many 
retail florists would favor regional centers. When asked to 
express a preference about shopping at a central or region- 
al distribution facility, respondents were almost equally 
divided (38 percent favoring a central facility and 35 percent 
favoring a regional facility, with the rest undecided). Those 
indicating a preference for a central facility were then asked 
to identify the reduction in driving time that would cause 
them to switch to a regional center. While 35 percent indi- 
cated they would not switch, 26 percent said they would 
switch to a regional center if their one-way driving time 
could be cut at least 20 minutes, and almost 50 percent 
said they would switch if they could save at least 30 min- 
utes of one-way driving time. Finally, when we asked retail 
florists to pick among three widely dispersed locations in 
which to locate a new central market, the responses were 
about equally divided, suggesting that retail florists prefer to 
shop relatively close to where they live or work. 


While management is committed to relocation, most of the 
wholesalers who lease space in the Wall Street markets 
oppose relocation. When asked during the wholesaler sur- 
vey if they believe relocation of the Wall Street wholesale 
market facilities would benefit the floral industry as a whole, 
54 percent of respondents answered no, 20 percent 
thought it would be beneficial, and 26 percent were unde- 
cided. When asked if they believed relocating the whole- 
sale markets to new facilities at another location would ben- 
efit their particular businesses, 16 percent replied yes, 61 
percent replied no, and 23 percent were undecided. 


Wholesalers do not want to relocate for a variety of rea- 
sons. Some oppose moving because of uncertainties. They 
fear having to pay higher rents in a new facility, and are 
afraid their customers will not follow them to a new market. 
A few occupants are elderly and believe that for them it is 
too late to restart their operations in a new setting. A few 
simply believe the present location is the best place for a 
central market. 


However, despite substantial opposition to relocation, 61 
percent of wholesalers said they would move their busi- 
nesses to the new facility if both markets, the American 
Florists’ Exchange and the Southern California Flower 
Growers, relocated together to the same site. The remain- 
der said they would not move to the new facility (19 per- 
cent) or that they were undecided (20 percent). When pre- 
sented with the scenario of their own market (i.e., the one 
in which they are now housed) relocating, while the other 
market remained on Wall Street, only 29 percent said they 
would move to the other market . Nearly 34 percent said 
they would not move to the other market and a very signifi- 
cant 37 percent were undecided. These results suggest 
that despite objections to relocating, most wholesalers will 
go along with it, especially if both markets make the move 
together. 


While management of the two markets generally agree that 
relocation is necessary, neither market has firmly commit- 
ted itself to relocate. Further, there is no agreement as to 
where to relocate, or even whether the two markets should 
share the same site. It is therefore possible that only one 
market will relocate, or that both will move but to different 
locations. Respondents were asked what they would do in 
the event the two markets relocated to different sites. 
Respondents were about equally divided, 18 percent indi- 
cated they would move with the American Florists’ 
Exchange, and 21 percent said they would go with the 
Southern California Flower Growers. Another 18 percent 
indicated they would have operations in both markets. Five 
percent would find a new location of their own choosing, 
and 10 percent would shut down. Nearly 30 percent said 
they were undecided. 


It is evident from the survey that the wholesalers on Wall 
Street strongly support having a single central market. 
When asked whether the floral trade would be better 
served by one central wholesale market or by several 
regional markets, 78 percent of the respondents favored a 
single market (only 12 percent favored regional markets). 
And when asked whether they would prefer to operate their 
businesses in a single market or from several regional mar- 
kets, an overwhelming 82 percent preferred a single central 
market (barely 5 percent preferred operating from several 
regional markets). 
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If the option to relocate to one central wholesale market 
facility is chosen, the two Wall Street markets could coordi- 
nate their relocation plans and consider uniting the two 
markets. A history of dissension between the two markets 
hinders (though more so in the past than now) the effective 
coordination of their plans. It would be impractical if one of 
the two markets relocated while the other remained on Wall 
Street, or if both relocated but in relatively close proximity 
to each other. Competing markets could experience major 
difficulties surviving unless they are strategically located to 
draw customers from different geographic areas. 


Internal Operations of the Wall Street Markets 
Public Sales 


During interviews many retail florists indicated that sales to 
the general public have not been adequately regulated on 
the Wall Street Markets. They indicated that they resent 
the public’s presence in the markets and especially the fact 
that the public can purchase floral products at the same 
prices retail florists pay. Retail florists also resent the fact 
that some of these purchases are made by individuals who 
are operating floral businesses out of their homes or 
garages without licenses. Public sales are a major reason 
why many retail florists do not shop at the Wall Street mar- 
kets. In fact, some drive considerable distances to the 
Carlsbad market because they perceive it more effectively 
restricts public sales. Interviewers were told that public 
sales also occur at the Carlsbad market, but they seem to 
be carried on with less visibility, and perhaps with greater 
efforts by management to restrict the practice. 


The management of the Wall Street markets recognizes the 
problem of public sales, but has been reluctant to take 
action to restrict them, partly because some of its tenants 
derive significant business from such sales. Recently a dis- 
trict badge program was instituted by the management of 
the Wall Street markets to control public sales. Under the 
program, badges issued to licensed retail florists allow 
licensed retailers only to shop in the markets on Mondays, 
Wednesdays, and Fridays, from the time the markets open 
until 8:00 a.m., and Tuesdays, Thursdays, and Saturdays 
until 6:00 a.m. 


While 67 percent of the wholesalers responding to the sur- 
vey report that 10 percent or less of their revenue comes 
from public sales, another 20 percent say that such sales 
account for between 10 percent and 25 percent of their 
business, and 11 percent of the respondents indicate public 
sales make up over a quarter of their total sales (and much 
more, in a couple of cases). Most wholesalers think the 
problem is serious enough to deter retail florists from com- 
ing to the markets, and some restrictions may be neces- 
sary. They believe public sales should not be prohibited, but 
regulated as to time and place. While 58 percent of the 
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respondents oppose banning public sales, fully 60 percent 
favor restricting public sales to certain times and/or places 
within the markets. (Thirty percent favor banning public 
sales and 24 percent oppose restrictions.) 


The Auction 


The auction system that operates in an adjacent facility 
concerns many wholesalers in the Wall Street markets. 
This auction is privately owned by one of the largest whole- 
salers within the Wall Street markets. A number of market 
occupants feel the auction is detrimental to their business- 
es. They perceive the auction as (1) drawing away busi- 
ness that would otherwise go to them, (2) pushing prices 
lower, and (3) giving unfair advantage to one wholesaler 
over others. 


During discussions with auction owners, Wall Street market 
wholesalers, and Carlsbad Market management officials, a 
consensus was reached that an auction can be a vital part 
of a wholesale market facility and attracts large retail 
florists that might not otherwise patronize the facility. In 
fact, most wholesale flower markets around the world uti- 
lize an auction system. The Wall Street markets are one of 
few that, until the last several years, did not have an auc- 
tion. When properly run, auctions represent an efficient 
means of fulfilling the wholesaling function. Indeed, they 
may function with greater efficiency than systems relying on 
traditional wholesalers. The economic advantages inherent 
in auctions (e.g., lower labor requirements and centralized 
billing) may place traditional wholesalers at a disadvantage. 
However, the auction brings retail florists to the central mar- 
ket, and can add to the wholesalers’ business. A thorough 
study of the auction might reveal that it plays a positive and 
valuable role. 


Wholesaler opposition to the Wall Street market auction 
might be reduced by broadening its ownership to include 
other market participants and by putting the auction under 
professional management. Additional efforts also could be 
taken to broaden utilization of the auction by retail florists. 
Presently, most retail florists do not make purchases 
through the auction; almost 80 percent of those responding 
to the second retail survey indicated they have never used 
the auction. Less than 10 percent report making more than 
25 percent of their purchases at the Wall Street markets 
through the auction. Two main reasons given for not utiliz- 
ing the auction were buying too few floral products to war- 
rant using it, and preferring to deal with market vendors. 
Other significant reasons cited included not knowing how 
the auction works and claims that it is not open at conve- 
nient times. Although many independent retail florists are 
too small to make using the auction worthwhile, manage- 
ment could initiate an educational program to encourage 
more awareness and utilization and, perhaps, make the 
auction facility more accessible. 


Regional Wholesale Floral Market Facilities Concept 


Despite overwhelming wholesaler support for a single cen- 
tral market, consideration should be given to eventually 
creating three or four regional market complexes. Although 
a financial analysis was not conducted to determine the 
economic viability of regional markets or a single central 
market, information gained from interviews suggests that 
several well-designed regional markets, strategically locat- 
ed, may provide an alternative means of serving the needs 
of retail florists. Strategically located regional markets, 
each containing 100,000-150,000 square feet, might exert 
a strong “pull” on retail florists, and attract many whole- 
salers who now operate outside of the central market. 
Relatively small wholesalers in the Wall Street markets will 
probably have to choose one regional market in which to 
operate. Larger wholesalers may see advantages in having 
multiple operations (as some already do). 


For those retail florists in the five-county area who find it 
hard or otherwise unattractive to shop at the Wall Street 
markets, route men, local wholesalers, and local growers 
are alternatives from whom retail florists can get products 
on a daily basis. While these alternatives do not fully sub- 
stitute for shopping in a central market, they do lessen the 
need to do so on a regular basis. Retail florists suggest 
that the negatives of not going to the Wall Street markets 
are offset by convenience and ability to obtain products 
daily and as needed. Negatives include limited product 
selection, possibly inferior quality product, slightly higher 
prices, and the inability to browse and make impulse pur- 
chases. 


Regional markets merit further review as an alternative to 
recreating a new central wholesale market. The trends 
reflected in figures 3 and 4, showing that growth in retail 
permits and sales in Los Angeles are lagging compared to 
the surrounding five-county area, are likely to continue, and 
if so any central market will become increasingly inaccessi- 
ble to retail florists outside of Los Angeles County. These 
retail florists will continue to seek alternatives. In time, more 
markets like the one in Carlsbad will be established, and 
they will drain business away from the central market and 
from its wholesalers. 
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Conclusion 


The wholesale floral industry in southern California has 
changed from one dominated by a single wholesale market 
area, located on Wall Street in downtown Los Angeles, to 
one composed of numerous wholesale operations located 
throughout the Greater Los Angeles area. Retail florists 
can purchase floral products from route men, local whole- 
salers, and growers, in addition to the central Wall Street 
markets. 


If a single market can no longer effectively serve all retail 
florists, a good alternative may be found in several regional 
wholesale markets, each in convenient proximity to large 
numbers of retail florists. Three or four strategically located 
regional markets (each perhaps the size of the Carlsbad 
market) could provide retail florists with most of the eco- 
nomic benefits of a central wholesale market (numerous 
vendors competing on the basis of price, quality, and ser- 
vice), but without having to drive long distances, put up 
with congested freeways, and otherwise waste valuable 
time. 


Regional markets can provide net economic benefits to 
retail florists, especially to those who do not now shop reg- 
ularly at the Wall Street markets. The incremental inconve- 
nience of driving to a regional market (as opposed to dri- 
ving to a local wholesaler or having products delivered by a 
route man) is very likely to be more than offset by lower 
prices, better quality, greater product variety, and improved 
service—all the benefits usually associated with competi- 
tion. 


Based on comments from individuals interviewed and 
results of the surveys of retail florists, wholesalers, and 
growers, a number of trends were identified. Mass mar- 
keters represent the fastest growing segment of the retail 
flower market and serve the impulse buying market, while 
traditional retail florists primarily serve the special occasion 
and holiday market. Mass marketers have broadened the 
market for floriculture products by making product more 
accessible and available at affordable prices, while the 
market share left to traditional retail florists is in danger of 
becoming less profitable. Some mass marketers have 
gone beyond satisfying impulse demand and prepare spe- 
cial floral arrangements, cater special occasions, deliver, 
and provide customers with access to wire services. 


Strategies retail florists can employ to regain market share 
include the following: 


@ Select a good location; 
@ Display floral products outdoors; 
@ Consider operating kiosks in shopping centers and other 


locations where there is active walk-by traffic; 
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@ Cultivate new market niches; 

@ Provide enhanced customer service; 

@ Encourage walk-in traffic; 

@ Charge affordable prices; 

H Maintain convenient business hours; and 

lH Be creative in advertising and promotional activities. 
Domestic floriculture growers face increasing competition 


from imports of cut flowers, and some may need to shift 
production to high-value specialty crops. 


Appendix A - Retail Florist Survey | 


The main purposes of the first retail survey were to identify 
responses by retail florists regarding (1) purchase behavior 
of retail florists, (2) possible relocation of the Wall Street 
markets, and (3) identification of industry trends. 


The survey was distributed to retail florists in the five-county 
area surrounding Los Angeles (Los Angeles, Orange, 
Riverside, San Bernardino, and Ventura). Questionnaires 
were mailed to 1,835 retail florists the last week in 
September 1994. Of these, 134 were undeliverable 
(wrong address, no longer in business, etc.). Three hun- 
dred forty-five usable responses were received, slightly 
more than 20 percent of the number of surveys that were 
both mailed and delivered. Exhibit | lists the questions 
asked and the responses to the multiple choice questions. 
Exhibit Il provides an analysis and summary of the written 
responses to open-ended questions. 


We 


Exhibit | 


Retail Florist Survey | Results 


3) 
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| purchase most of my floral products: (circle all that apply) 


a) 
b) 


Cc) 
d) 


€) 


from wholesalers located in my area. 
from wholesalers at the central market on 
Wall Street in downtown Los Angeles. 
from routemen. 

directly from growers. 

other 


Are you familiar with the flower market on 
Wall Street in downtown Los Angeles? 


a) 
b) 


Yes. 
No. (If no, skip to #6) 


In a typical week, what portion of your floral 
purchases are made at the Wall Street market? 


a) 
b) 
Cc) 
d) 
e) 


f) 


None. 

Less than 15%. 
15% -34%. 
35% -64%. 
65% -84%. 
85% or more. 


Answer only if you DO NOT go to the Wall Street 
flower market regularly. | do not typically purchase 
from the Wall Street market because: 

(circle as many as applicable) 


a) 
b) 
Cc) 
qd) 


e) 


It is too far away. 

| do not feel safe in downtown L.A. 

Parking is inconvenient. 

| use local wholesalers and route men with 
whom | am satisfied. 

Merchants at the Wall Street market sell to the 
general public. 

Prices at the Wall Street flower market are too high. 
| am not satisfied with the quality of merchandise 
at the Wall Street flower market. 

Merchants at the Wall Street flower market are 
often rude. 

Other 


The following relates to the Wall Street flower market. 
Indicate your agreement or disagreement with the 
following statements. 


The market is inconvenient. 

The market is unsafe. 

The market offers high-quality products at 
reasonable prices. 

It is a pleasurable experience to shop at the market. 
Wholesalers at the market are courteous. 
Wholesalers at the market treat customers fairly. 
| would like to see the market relocated to 
another site. 

The general public should be allowed access 

to the market. 

| like the way the market operates. 


41.4% 


60.0% 
39.0% 
19.0% 

1.2% 


99.7% 
0.3% 


28.0% 
11.3% 

8.1% 
12.2% 
12.0% 
28.4% 


28.1% 
27.2% 
21.0% 
28.0% 


27.0% 
5.5% 


7.0% 


16.0% 
10.1% 


Strongly 


Agree 
27.5% 
22.0% 


16.5% 
12.9% 
12.2% 
11.0% 


33.3% 


5.9% 
8.4% 


Agree 


20.1% 
24.0% 


28.7% 
24.5% 
34.1% 
28.0% 


12.9% 


1.2% 
14.2% 


Neutral 


19.1% 
28.5% 


36.0% 
29.8% 
29.7% 
31.4% 


26.3% 


5.9% 
39.7% 


Disagree 


17.6% 
18.4% 


12.8% 
18.3% 
15.9% 
21.4% 


7.9% 


7.2% 
17.5% 


Strongly 
Disagree 
15.7% 
7.1% 


6.0% 
14.5% 
8.1% 
8.2% 


19.6% 


79.8% 
20.2% 


6) 


10) 


My primary retail competition comes from: 


a) other local floral shops. 

b) supermarkets or other mass merchandisers. 
c) street vendors. 

d) other 


Please indicate your agreement or disagreement 
with each of the following statements. 


a) 


Traditional independent floral shops will have 
difficulty surviving in the coming years. 
Consumers will increasingly make their floral 
purchases from supermarkets and other mass 
distributors. 

Independent florists will continue to dominate the 
special occasion market (weddings, funerals, etc). 
Operations similar to Conroys are not able to 
compete any more effectively than traditional stand 
alone floral shops. 

In 10 years, there will be significantly fewer 
independent floral shops in the Los Angeles area. 


| expect to be operating my shop 5 years from now. 


Over the next 5 years independent floral shops on 
average will become more profitable. 

Consumers will continue to place most of their wire 
delivery orders through their local independent 
florists. 

Supermarkets have helped my business by making 
the public more familiar with cut flowers and potted 
plants. 


How long have you owned the business? 


My gross annual sales are 


How many people do you employ on a 
full-time basis? 


27.1% 
16.7% 

1.2% 
55.0% 


Strongly 


Agree 


35.7% 


22.5% 


33.0% 
16.2% 
33.3% 
34.3% 

3.9% 


21.1% 


2.9% 


Less than 
1 year 


3.2% 


Less than 
$150,000 
41.9% 


Fewer than 3 


58.2% 


Agree 


38.7% 


40.8% 


43.7% 
30.8% 
38.9% 
28.8% 
12.9% 


42.6% 


13.2% 


1-5 years 


19.9% 


$150,000- 
$499,000 


36.7% 


ore) 
22.1% 


Neutral Disagree Strongly 
Disagree 
11.0% 10.4% 4.2% 
19.3% 13.3% 4.1% 
12.4% 8.8% 2.1% 
23.4% 23.2% 6.4% 
17.1% 7.4% 3.3% 
18.4% 9.3% 9.2% 
39.7% 28.8% 14.7% 
21.3% 10.6% 4.4% 
19.7% 28.4% 35.8% 
6-10 years More than 
10 years 
27.6% 49.3% 
$500,000- $750,000- More than 
749,000 $1,000,000 $1,000,000 
8.6% 7.9% 4.9% 
6-10 More than 10 
12.4% 1.3% 


1S 


Exhibit Il 
Summary of Responses to Open-ended Questions 


The survey document allowed respondents to write com- 
ments to questions 1, 4, and 6. Respondents also had the 
opportunity to make any comments they thought would be 
relevant to our investigation. Of the 345 questionnaires 
returned, 144 provided comments, either to specific ques- 
tions or of a more general nature. A content analysis of all 
written comments was made (classifying comments accord- 
ing to similar contents). This allowed us to “flesh out” 
answers to the questions and to obtain a more in-depth 
understanding of respondent opinions. 


Question 1 asked respondents to identify the major sources 
from which they bought their floral products, other than the 
choices identified in the question. Nearly all of the 14 writ- 
ten comments to this question identified the wholesale mar- 
ket in Carlsbad (in northern San Diego county) as a prima- 
ry source of their floral product. The reasons for going to 
the Carlsbad market are suggestive of the reasons some 
florists do not shop at the Wall Street markets: restrictions 
on public sales, greater safety, more convenient parking, 
and more courteous treatment by market vendors. 


Question 4 asked retail florists who indicated they do not 
shop regularly at the Wall Street markets to state their rea- 
son(s). Twenty respondents provided comments. Several 
said they dealt directly with a grower, three said they grew 
their own flowers, and the remainder simply repeated 
responses provided for in the question (e.g., purchased 
from route men). 


In question 6, respondents were asked to identify their 
major competitors. Of the 27 written responses to this 
question, 17 felt their main competition came from “hobby- 
ist florists,” “designers,” or persons working out of their 
home or garage. These comments were sometimes very 
critical of home-based florists. Respondents were con- 
cerned that some allegedly pay no taxes, have no business 
license, and undercut market prices. Five respondents indi- 
cated wire services are their major competitors. The rest 
expanded on answers provided in the question. 


Finally, and most revealing, respondents were encouraged 
to write comments they believed important, or to expand on 
any question in the survey. A content analysis of the 130 
responses fell into two categories: (1) what respondents 
liked about markets, and (2) what they disliked. Twenty 
respondents made positive comments. Most often men- 
tioned was the good variety of product, freshness of prod- 
uct, lower prices, and the ambience of the market (“fun to 
shop”). However, many more respondents expressed criti- 
cism. In the following section, these comments are provid- 
ed in unedited form in order of their frequency. 


1. The markets allow sales to the general public. This 
was by far the most mentioned criticism of the Wall Street 
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markets made by retail florists. Sixty of them listed public 
sales as their main complaint about the Wall Street mar- 
kets. Many of the comments were quite caustic, blaming 
public sales (along with supermarkets sales) for the prob- 
lems facing retail florists. Public sales are also the most 
often cited reason retail florists do not shop at the Wall 
Street markets. Comments by retail florists included: 


“The flower market’s purpose was wholesale for retail 
florists. Now they sell to the public at wholesale prices or 
lower.” 


“Close the market to the public and more florists will patron- 
ize it.” 


“The market should not compete with us for our customers.” 


“Because of public sales, florists stopped buying and went 
to outlets that didn’t sell to the public.” 


“The L.A. flower market is dead. It’s too expensive and real- 
ly doesn’t have a defined role; is it retail, wholesale, grow- 
er?” 


“Wall Street floral market is selling at same prices to the 
public as retail florists, and increasingly selling floral 
arrangements to the public at prices much lower than those 
of traditional florists. This is damaging profitability of the tra- 
ditional florists.” 


“The market charges the public the same prices we pay 
which is unfair.” 


“Stop selling to the general public at wholesale places.” 


“My shop is in the East L.A. area. We in this area are ones 
that have been hit hardest by the market selling to the 
public. | have lost 75 percent of my business to the floral 
market.” 


“Why should the public buy from me when they can get the 
same prices | do?” 


“Public sales are putting a lot of us out of business.” 

“The wholesale flower markets cater to the public at the 
same price as to local flower shops, some only charging 
sales tax.” 

2. Rudeness of vendors. This was the second most men- 
tioned complaint, with 16 florists saying they did not like the 


way they were treated. Sample comments were as follows: 


“The wholesalers treat you like dirt.” 


“| also have found Wall Street vendors to generally be rude, 
unhelpful, and clannish.” 


“Most vendors have an attitude of take it or leave it. 
Customer service is less than desirable. “ 

“’m a small florist. | feel like I’m not welcome at the Wall 
Street market.” 


“Some vendors act like we do not need you these days; 
we’re too busy with our big customers.” 


“If you are not a big customer, the vendors have little time 
for you.” 


“| used to drive downtown 2 days each week. Not anymore. 
Vendors are rude and not treating everyone fairly.” 


“Because we are not large volume buyers, we are ignored 
when asking prices or trying to get a salesman to wait on 
us.” 


“Some vendors are dishonest. I’ve had them switch pur- 
chases on me which | did not find out until | got home.” 


“| absolutely refuse to do business with wholesale vendors 
who sell to the public. Also, | find Wall Street vendors to be 
rude. In San Diego, a higher degree of concern is shown 
both for wholesale buyers and quality of the product.” 


3. Problems with parking, safety, rundown neighbor- 
hood. Fifteen responding florists mentioned parking, safety, 
and the general rundown condition of the Wall Street mar- 
ket neighborhood as reasons they avoid or dislike shopping 
at the markets. Some comments were: 


“The market is in a bad neighborhood and | do not go there 
myself.” 


“| go to the Carlsbad market which is farther but totally 
safe.” 


“| would like to see the market move to a safer area where 
| would not have to drive through some of the surrounding 
areas.” 


“You have to go to the market too early in the morning and 
fight to find a parking place...usually you get a ticket on 
your vehicle even if you are only 1or 2 minutes late. “ 


“Charging for parking should be eliminated; why should we 
have to pay parking to go pick up our shipment!” 


“The market is inconvenient to get to except in an emer- 
gency.” 


“There is roof parking, but when it rains it is hell!” 


“The drive downtown is inconvenient, and parking is a 
problem.” 


“| think the market can be improved if it is moved out of that 
bad area and where parking is ample (like in San Diego 
market).” 


“The area is horrible, and as a single woman, | will not go 
down there alone.” 


“Shopping at Wall Street is hard work. Also, takes too much 
time. | don’t like going downtown at 3:00 a.m. It’s hard to 
get a cart in and out of parking. Wholesalers don’t like to 
loan out carts. Parking structure is often full.” 


4. High prices or no price breaks to retail florists. 
Fifteen respondents complained about high prices or the 
lack of a price break given to retail florists. Typical com- 
ments include: 


“Prices have been going up, and vendors don’t give a 
break to florists over the public.” 


“Need to be more uniform prices around holidays instead of 
the high increase of prices 

just because of holidays. Prices should be the same year- 
round to florists.” 


“| can get a better price from my route men and don’t have 
to drive downtown.” 


“| shopped at the Wall Street market for 13 years but 
stopped a couple of years ago because the vendors were 
holding the product and passing it as a fresh product; also, 
prices have gone up to the point | pay only pennies more 
and get deliveries right to my door.” 


“We are concerned about continually increasing wholesale 
prices at the market.” 


“Fresh flower prices are rising to a point that in the near 
future consumers will consider them a luxury and cease 
buying for everyday consumption.” 


“| realize the grower and wholesaler have to make a profit, 
but the prices of flowers are too high. Some growers will 
ship direct to your store at a lesser price than you can get 
at the Wall Street market.” 


Other, less frequently stated problems include: unclean 
facilities (5); inconvenient hours (8); and inconsistent prod- 
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uct quality (7). Some respondents made suggestions about 
improving the Wall Street markets. For example: 


“Go back to the old identification system for all retail 
florists.” 


“Improve the auction.” 

“Make market more user friendly.” 

“Copy the Carlsbad system.” 

“Restrict sales of foreign flowers.” 

“Make market into tourist attraction.” 

Apart from comments specifically relating to the Wall Street 
markets, there were others which addressed a variety of 
problems facing retail florists. These comments typically 
called for lower taxes, more government restrictions on 
street vendors, restrictions on supermarket sales, stricter 
enforcement of retail license holders, many of whom are 
“housewives, “church groups,” etc. 

Finally, some florists expressed opinions as to why so 
many local florists are going out of business. The reasons 


include: 


Y Increased competition (and discrimination from) wire ser- 
vices. 


¥ Competition from unlicensed street vendors, home hob- 
byists, and designers who work out of their homes. 


/Y Supermarkets and chain distribution type stores. 


ee 


Appendix A1 - Retail Florist Survey II 


The second retail survey was sent about a year after the 
first to the same population. It examines issues relating to 
the possible relocation of the Wall Street markets. It cor- 
roborates the findings from the earlier survey, and provides 
valuable additional information. Respondents returned 262 
usable questionnaires. Exhibit | includes the responses in 
percentage form. 
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Exhibit | 
Retail Florist Survey II Results 


1) Did you respond to our earlier survey? 


2) Please indicate your business’s gross annual sales. 
a) Less than $150,000 


b) $150,001- $250,000 
c) $250,001 - $500,000 
d) $500,001 - $750,000 
e) $750,001 - $1,000,000 


= 


) More than $1,000,000 


3) How is your business organized? 
a) Sole Proprietor 


b) Partnership 
c) Corporation 
d) Other 
4) How many locations do you have? 
aye 
b) 2-4 


c) 5ormore 


5) How many years have you owned your current business? 
a) Less than 1 
b) More than 1 but less than 5 
c) More than 5 but less than 10 
d) More than 10 


6) Approximately what percentage of your floral product 
do you obtain from each of these sources? 
a) Wall Street markets 
b) Route men 
c) Carlsbad market 
d) Direct from domestic growers 
e) Direct from importers 
f) Others 


7) Please estimate the percentage of your total dollar 
sales in each of the following categories: 
a) Retail customers 
b) Business/Institutional customers 


a) Incoming wire service orders 
b) All other orders 


a) On premise sales 
b) Sales requiring delivery 


8) Complaints have been expressed about public 
sales at the Wall Street markets. One proposed 
solution provides identification badges to retail 
florists having a valid resale certificate and impose 
certain purchasing restrictions on the general public. 
Please indicate your agreement or disagreement 
with each of the following restrictions. 
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Yes 
53.78% 


32.81% 
26.09% 
24.51% 
8.30% 
3.16% 
5.14% 


68.85% 
10.36% 
19.26% 

1.15% 


85.71% 
13.89% 
0.40% 


0.78% 
10.55% 
31.25% 
57.42% 


32.71% 
37.30% 
9.45% 
10.81% 
3.38% 
6.35% 


65.35% 
34.65% 


26.76% 
73.24% 


32.94% 
67.06% 


No 
46.22% 


10 


~— 


11) 


12 


— 


a) Restricting public sales to a designated location 
in the market. 

b) Restricting public sales to certain times. 

c) Charging higher prices to the general public. 


If only one restriction could be imposed, which would 
you choose? 
a) Restricting public sales to designated location 
in the market. 
b) Restricting public sales to certain times. 
c) Charging higher prices to the general public. 


Indicate the time you most prefer to begin to shop 
at the floral district. 

a) 3a.m.to4a.m. 

b) 4a.m.to5 a.m. 

c) 5a.m.to6a.m. 

d) 6a.m. to 7 a.m. 

e) 7a.m.to8a.m. 

f) Other 


It is proposed to relocate the wholesale markets 
on Wall Street to a new, state-of-the-art distribution 
facility in a safe and freeway accessible location. 
Please rank your preference for the following 
suggested locations from 1 to 3, with 1 being the 
most preferred. 

a) City of Commerce 

b) South Bay/Airport 

c) Dodger Stadium Area 


In planning the proposed central distribution facility, 
we need to know the amenities and services that 
are most important to you. Please rank-order the 
following in terms of their importance to you, with 

1 being the highest. 

) Restaurants 

) Day care center 

) Health club 

) Conference room facilities 

) A“KINKO” type business center 
Free push cart service 
Preferred parking 

) Other 


Saroaocsf 


Please indicate whether you are using any of the 
following marketing techniques to promote your 
business. 

a) Print or other media advertising - 

b) Periodic sales or “specials” 

c) Displays to induce walk-in traffic 

d) Reduced markups 

e) Telemarketing 

f) Others 


Yes 


75.62% 
79.29% 
87.23% 


21.13% 
12.89% 
65.98% 


9.17% 
20.09% 
27.95% 
24.89% 

8.30% 

9.61% 


1 
37.37% 
31.05% 
30.53% 


1 
1.72% 
0.00% 
0.00% 
0.00% 
1.15% 

26.44% 

66.09% 
4.02% 


76.05% 
66.81% 
66.81% 
28.15% 
12.18% 
18.07% 


No 


16.94% 
14.10% 
7.66% 


2 
22.63% 
16.84% 
14.21% 


2 
1.15% 
0.57% 
0.00% 
0.57% 
2.87% 

54.60% 
22.41% 
2.30% 


No Opinion 


7.44% 
6.61% 
5.11% 


3 
13.68% 
20.53% 
19.47% 


3 
32.56% 
3.45% 
1.72% 
6.90% 
13.89% 
30.45% 
2.87% 
2.87% 
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13) 


14) 


1s 


— 


16 


— 


17) 
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Eventually, the proposed new central distribution 
facility may be supplemented by several conveniently 
located regional! distribution centers. Strategically 
located throughout the Greater Los Angeles area, 
regional centers would have many features of the 
central facility, but on a smaller scale. Please 
indicate whether you would prefer to shop at a 
central or regional market. 

a) Central distribution facility 

b) Regional distribution facility 

c) Undecided 


Answer only if you checked “Central distribution 

facility” in the question above. Please indicate the 

point at which you would likely switch from the 

central facility to a regional facility. 

a) If | could reduce my one-way driving by 
10 minutes or less. 

b) If | could reduce my one-way driving by 
10-20 minutes. 

c) If | could reduce my one-way driving by 
20-30 minutes. 

d) If | could reduce my one-way driving by 
more than 30 minutes. 

e) | would not switch to a regional center. 


An auction presently operates in a facility adjacent 
to the main Wall Street market area. What 
percentages of your floral product purchases at 
the Wall Street markets are typically made through 
this auction? 

a) | never use the auction. 

b) Less than 25% 

GC) 25:10:07 

d) More than 50% 


Answer only if you checked “I never use the auction” 

in the previous question. Why haven’t you used the 

auction? Please check all that apply. 

a) | didn’t know there was an auction. 

b) | don’t buy enough to warrant using the auction. 
) | don’t know how the auction works. 

d) It is not open at convenient times. 

e) | prefer dealing directly with market vendors. 

f) |The auction is not within the main market area. 

g) Other 


Please estimate the percentage of your total sales 
in each of these categories. 

a) Floral arrangements 

b) Indoor plants 

c) Cut flowers 

d) Other 


Identify the portion of your cut flower sales in each 
of the following categories. 

a) Roses 

b) Carnations 

c) Tropical/Exotics 


37.77% 
S070 
27.04% 


4.88% 


20.73% 


23.17% 


15.87% 
35.37% 


77.50% 
14.17% 
2.9270 
5.42% 


6.04% 
48.90% 
28.02% 
30.77% 
53.85% 

8.79% 
20.88% 


59.70% 
14.88% 
17.79% 

7.63% 


35.16% 
20.39% 
16.87% 


Appendix B - Wholesaler Survey 


The questionnaire distributed to wholesalers was devel- 
oped to obtain the views on a number of issues concerning 
them and market management. As with the retail florist sur- 
veys, the wholesaler survey document reflected discus- 
sions with numerous market participants. 


The survey addressed three broad areas. The first con- 
cerned the possible relocation of the Wall Street markets. 
The second sought to examine attitudes toward regional 
wholesale markets (as opposed to one single market). And 
the third part of the survey addressed the issues of sales to 
the public, the auction system (operating adjacent to the 
Wall Street markets), perceptions about the Wall Street 
markets, and the future of the wholesale business. 


The questionnaires were distributed to all firms located in 
the two Wall Street markets during the week of October 10, 
1994. Of the 90 surveys that were distributed, 64 complet- 
ed questionnaires (71 percent) were returned. 


The following exhibit provides responses to the “yes or no” 
and multiple-choice questions asked in the survey. 
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Exhibit | 
Wholesaler Survey Results 


Part I 

In questions 1-9 we would like you to give us 
your opinion on the possible relocation of the 
Wall Street Markets (American Florists’ Exchange 
and Southern California Flower Growers). 


1) 


2) 


3) 


5) 


6) 
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Do you believe the floral industry as a whole 
(wholesalers, retail florists, etc.) will benefit by 
relocating the wholesale markets in new facilities 
at another site? 


Do you believe relocating the wholesale markets 
to new facilities at another location will benefit your 
particular business? 


In the event both wholesale markets (on both sides 
of Wall Street) relocate in the same facility, would 
you want to move your business to that new facility? 


If your market relocated, but the other market 
stayed in its present location, would you move 
your business to the other market on Wall Street? 


If a decision is made to relocate, do you have any 
preference as to where the market should relocate? 


If you answered “YES” please identify your 
preferred location. 


If the two wholesale markets on Wall Street do 
relocate, but each to a different location, what 

would you do? 

a) Move with the American Florists’ Exchange. 

b) Move with the Southern California Flower Growers. 
c) Have operations in both markets. 

d) Find a new location of my own choosing. 

e) Close down my business. 

f) | am undecided. 


If both wholesale markets relocate to a freeway 
accessible, safe, and attractive facility, what do you 
think those retail florists who are NOT now regular 
customers of the Wall Street markets will do? 

a) Most will still not come to the new market. 


b) Some of those not coming now will begin to come. 


c) Most will begin to come. 
d) 1 don’t know what they will do. 


Yes 
20% 


Yes 
16.1% 


Yes 
60.9% 


Yes 
29% 


Yes 
37% 


17.8% 
20.9% 
17.8% 
4.8% 
9.7% 
29.0% 


28.3% 
23.3% 

3.4% 
45.0% 


No 
54% 


No 
61.3% 


No 
18.8% 


No 
33.8% 


No 
36% 


Undecided 
26% 


Undecided 
22.6% 


Undecided 
20.3% 


Undecided 
37.2% 


Undecided 
27% 


9) In the space below, please tell us why you either favor 
or oppose a relocation of the Wall Street markets from 
their present location. (Write on the back if you need 
more space.) 


Part Il 

An alternative to having a single (central) wholesale market 
serving the entire Los Angeles area would be to have three 
or four regional markets serving areas such as the South 
Bay, West L.A., the Valley, etc. The following three questions 
relate to this alternative. 


1) Do you think the floral trade would be better served by 
one central wholesale market or by several regional 


markets? 

a) By one central market. 78.3% 
b) By several regional markets. 11.6% 
c) | don’t know. 10.1% 


2) If you had the choice, would you want your business 
to operate in one central market or to have operations 
in the several regional markets? 


a) | prefer having one operation in a central market. 82.2% 
b) | prefer having operations in several regional 

markets. 4.8% 
c) |am undecided. 13.0% 


3) Which alternative is more likely to attract retail florists 
who do not now regularly buy at the Wall Street 


markets? 

a) Arelocated central market. 20.1% 

b) Several regional markets. 16.6% 

c) It doesn’t matter. 25.0% 

d) 1! don’t know. 38.3% 
Part Ill 


The following questions ask your opinion of issues other 
than those involving relocation. 


1) Do you support restricting sales to the general public 
to certain times and/or places within the wholesale 
markets? Yes 
60.3% 
2) Many retail florists would like to see the wholesale 
markets impose a ban on sales to the general public. 
Do you support banning all “public” sales? Yes 
30.1% 
3) What portion of your total sales is generated from 
selling to the general public? 


a) Less than 10% 66.6% 
b) Between 10% and 25% 20.1% 
c) Between 25% and 50% 8.3% 
d) More than 50% 5.0% 


No Undecided 
24.1% 15.6% 

No Undecided 
58.3% 11.6% 
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4) 


6) 


8) 
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Looking ahead over the next few years, what do 
you see happening to your sales both to the trade 
and to the public? 
A) My sales to the trade will: 
a) significantly increase 
b) moderately increase 
) stay about the same 
) moderately decline 
) significantly decline 
f) 1am undecided. 
B). My sales to the public will: 
a) significantly increase 
b) moderately increase 
c) stay about the same 
d) moderately decline 
e) significantly decline 
f) 1am undecided. 


oao 


Who do you see as your major competitor for retail 

florist sales? (Please check only one option.) 

a) Other wholesalers located in the Wall Street 
markets 

b) Route men 

c) Wholesalers not located in the Wall Street 
markets 

d) Growers selling direct to retail florists 

e) Other 


Do you think the operating hours of the wholesale 
market should be changed to better accommodate 
retail florists? 


If you answered “YES”, at what time do you think 
the markets should open? Note: Few responses 
to this question, also no pattern. 


As you know, an auction operates at the Wall Street 

markets. Which of the following statements best 

describes your opinion of that auction? 

a) It benefits wholesalers by attracting additional 
business to the Wall Street markets. 

b) It unfairly competes with wholesale businesses 
like mine. 

c) The auction has little or no impact on my 
business. 

d) lam undecided. 


13.0% 
24.2% 
24.2% 
9.6% 
6.5% 
22.5% 


13.0% 
24.1% 
31.5% 
3.7% 
1.8% 
25.9% 


17.7% 
17.7% 


25.3% 


34.2% 
5.1% 


Yes 
26.2% 


6.7% 


56.6% 


25.0% 
11.7% 


No 
52.3% 


Undecided 
21.5% 


9) 


10) 


A number of reasons have been suggested to explain 
why many retail florists do not shop at the Wall Street 
markets. Some of those reasons are listed below. 

Do you think the reason is: 


a) 
b 


) 
) 
) 
) 
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> 
a= 


) 


h) 
i) 


i) 


© 


It takes too long to get to the market. 

The Wall Street markets are unsafe. 

There is inadequate parking. 

The markets open too early. 

Prices are too high. 

Vendors are rude to customers. 

Resentment against wholesalers selling to the 
general public. 

Quality of merchandise is not always the best. 
Retail florists are often better or more conveniently 
served by route men and/or by local wholesalers. 
Other 


Compared to other wholesale firms in the Wall Street 
markets, | believe my firm is: 


a) 


b) 
c) 
qd) 


relatively small. 

about average in size. 

larger than average, but not among the largest. 
among the largest. 


Very Important 
17.8% 
48.7% 
37.5% 
20.5% 
16.2% 
36.6% 


46.5% 
41.0% 


50.0% 


38.7% 
37.1% 
17.7% 

6.5% 


Somewhat Important 
35.6% 
33.3% 
30.0% 
15.4% 
24.3% 
Gier yo 


30.2% 
20.5% 


34.1% 


Not Important 


46.6% 
18.0% 
32.5% 
64.1% 
59.5% 
31.7% 


23.3% 
38.5% 


15.9% 
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Appendix C - Grower Survey 


A survey questionaire was sent to all growers of floral prod- 
ucts in California and to selected growers in neighboring 
States. The survey was designed with two objectives—to 
provide some general information about trends in the floral 
industry and to provide a better understanding about where 
and to whom growers sell their product. Survey questions 
and results from the 118 responses received are shown in 
Exhibit I. 
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Exhibit | 
Growers’ Survey Results 


5) 


How many years has your business been operating? 
a) Less than 5 years 

b) 5-10 years 

c) 11-20 years 

d) 21 or more years 


Do you expect your business to be in operation 5 years 
from now? 


If your answer to Question #2 is NO, please indicate why. 


Check as many responses as apply. (Do not answer if 
you answered #2 with YES or UNDECIDED.) 

a) No one in family to carry on the business 

b) Retirement 

c) Land is becoming too valuable to farm 

d) Business is no longer profitable 

e) Government regulations 

f) Other 


How many acres do you currently have under cultivation 
in floral products? 

a) Fewer than 5 acres 

b) 5-5 acres 

c) 26-50 acres 

d) 51 or more acres 

NUMBER OF RESPONSES 


Approximately how many acres did you have under 
cultivation 5 years ago and how many acres do you 
expect to have under cultivation 5 years from now? 
(Answer only if you answered YES to Question #2). 
a) Fewer than 5 acres 

b) 5-25 acres 

c) 26-50 acres 

d) 51 or more acres 

NUMBER OF RESPONSES 


Of the total acreage you have under cultivation in floral 
products, what percentage is allotted to each of the 
following? 

a) Potted plants 

b) Cut flowers (outdoor) 

c) Cut flowers (indoors) 

NUMBER OF RESPONSES 


Of the total acreage you have under cultivation in floral 


4.2% 
18.6% 
27.1% 
50.0% 


Yes 
76.3% 


LAR 
84.6% 
7.7% 
76.9% 
46.2% 
23.1% 


21.9% 
35.1% 
14.0% 
28.9% 
114 


5 years ago 
21.4% 
35.7% 
13.1% 
29.8% 

84 


Average 
percentage 
5.0% 
46.9% 
48.1% 
110 


products, what percentage is devoted to each of the following? 


a) Bedding plants 

b) Cut greens 

c) Cut perennials 

d) Flowering potted plants 
e) Foliage potted plants 

f) Fresh cut flowers 

gq) Other 

NUMBER OF RESPONSES 


1.0% 
7.1% 
3.5% 
4.1% 
0.8% 
77.6% 
5.9% 
114 


No 
11.0% 


5 years from now 
12.8% 
33.7% 
15.1% 
38.4% 

86 


Undecided 
12.7% 
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Approximately what percentage of your acreage under floral 
Cultivation 5 years ago was devoted to each of the following 
crops or crop categories, and how do you see this percent 
changing over the next 5 years? (Answer only if you 
answered YES to Question #2). 

a) Bedding plants 

b) Cut greens 

c) Cut perennials 

d) Flowering potted plants 

e) Foliage potted plants 

f) Fresh cut flowers 

g) Other 

NUMBER OF RESPONSES 


% 5 years ago 
1.3% 
6.3% 

04.0% 
6.1% 
0.1% 

74.7% 
7.4% 

82 


% 5 years from now 
1.2% 
7.6% 
4.9% 
5.7% 
0.1% 
72.0% 
8.4% 
81 
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